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TREASURER — FREMANTLE PORT PRIVATISATION 
5633. Mr W.J. Johnston to the Treasurer: 
I refer to the proposed privatisation of the Fremantle Port, and I ask: 
(a) how much debt is currently held by the Fremantle Port Authority in relation to the Inner Harbour 

Deepening Project; 
(b) how much longer is required for the current Port Improvement Rate to fully pay down this debt at the 

current collection rate; 
(c) is it the intention of the Government to bring this debt back onto the General Government sector balance 

sheet at the time of the proposed sale, as advised to the Opposition during the Treasury briefing; 

(d) is it the intention of the Government to cancel this Port Improvement Rate on port users at the time of 
the proposed sale, as advised to the Opposition during the Treasury briefing; 

(e) is it the intention of the Government to introduce a new Port Improvement Rate, at the same level of the 
exisitng Port Improvement Rate, to be held in trust by the State (through the residual Fremantle Port 
Authority) for the exclusive use of  developing the Outer Harbour Container Terminal as the natural 
capacity for the Inner Harbour is reached, as advised to the Opposition during the Treasury briefing; 
and 

(f) is it the policy of the Government that users of the Fremantle Inner Harbour should be making 
a financial contribution to the construction of the future Outer Harbour Container Terminal: 

(i) if yes, has this regulatory mechanism been discussed with the Economic Regualtion Authority? 

Dr M.D. Nahan replied: 

With regard to the proposed long-term lease of Fremantle Port: 

(a) The Fremantle Port Authority (FPA) did not enter into a specific loan for the Inner Harbour Deepening 
Project; rather, FPA increased its general corporate borrowings.  During the project period total 
corporate borrowings increased by $189 million, of which most related to the Inner Harbour Deepening 
Project.  FPA does not report separately on the debt associated with this project, as it is included within 
total corporate borrowings.  FPA’s total outstanding debt as at June 2016 was approximately 
$208 million.  

(b) The charge in question is referred to as the Port Improvement Fee (PIF).  The PIF is collected on 
a per Twenty Foot Equivalent Unit (TEU) basis and PIF revenue is therefore subject to TEU growth 
assumptions.  The notional ‘payback period’ for debt associated with the Inner Harbour Deepening 
Project is also subject to assumptions on inflation, interest rate and tax rate applicable to the 
revenues.  High level estimation by the Department of Treasury (Treasury) indicates that debt 
associated with the Inner Harbour Deepening Project could be fully paid down within 25 to 30 years.  

(c) It is typical for transactions to be on a cash and debt free basis and in this regard, the State Government 
has stated that it is aiming to use part of the proceeds to lower General Government sector debt.  As 
a result, the Government will either use the sale proceeds to repay the FPA loan directly or bring the 
loan on to the General Government sector balance sheet and repay General Government sector debt, 
based on the lowest cost of transacting.  

(d) As advised by Treasury at the Opposition briefing, the Government proposes to redesignate the existing 
PIF (as described in answer b. above) as a new Port Improvement Rate (PIR) applied to containers, with 
revenues collected to be dedicated to the development of an Outer Harbour Container Terminal 
(OHCT).  

(e) Yes.  

(f) The Government’s policy objectives are to ensure that: 

current and future users will have future port capacity available at reasonable costs, to ensure 
users (and ultimately consumers) are not exposed to unreasonable price increases; and 

  the State has appropriate mechanisms in place to facilitate trade for the long term. 

The proposed PIR on Inner Harbour users (at the current level of the PIF) for the purpose of creating 
a capital reserve fund dedicated to the OHCT is designed to: 

allow prudent planning to reduce the likely step change or ‘price shock’ that would otherwise 
have to be passed on to port users (and consumers); 
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assure current and future users that port capacity will be available when it is needed and at 
competitive costs as between the Inner Harbour and Outer Harbour.  This mitigates the risks to 
Inner Harbour users that they will be faced with a congested Inner Harbour with longer waiting 
times, displacement to less competitive ports and an overall increase in cargo transport costs; 
and  

minimise the need for taxpayers to fund a significant portion of the OHCT when it is 
developed, and provide the Government with commercial levers in any future negotiation with 
a port developer. 

Noting the above, current Inner Harbour users are making a financial contribution to ensuring there is 
trade capacity to accommodate port capacity needs into the future.  

(i) Yes; Treasury has discussed the proposed PIR approach with the Economic Regulation Authority. 
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